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Abstract 
A supply chain consists of all activities and facilities performed to fulfil customers’ requests. It involves not only the 
manufacturer and suppliers, but also transporters, warehouses, retailers, and even customer themselves. Recent 
researches and practices show that the focus of supply chain discussion has been moving from modelling supply and 
movement of tangible materials in manufacture to more general models on partnership, relationship, networks, value 
creation and value constellation. However, the nature of supply chain that involves many players to serve customer 
suggests that a supply chain should have a strong service-oriented foundation to make the supply chain as competitive 
advantage. In line with that, it is suggested that the emerging service dominant logic concept is suitable to be 
incorporated in supply chain management. Previous researches have provided the gap exists between supply chain 
and service-dominant logic on one hand and conceptual conformity between both concepts on the other hand. This 
research aims to provide a conceptual framework, which is proposed to examine a supply chain system in service 
dominant logic perspective to improve its performance. 
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1. Introduction 
Supply chain, since decades ago, has been recognized as critical function in organizations, especially those who 
deal with physical goods distribution. Managing flow of materials, information, equipment, personnel, and money 
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from multiple supply sources to geographically dispersed customers and partners is major challenge for organizations 
[4]. Some evidence proved that good supply chain management had been the source of organization’s competitive 
advantage. Some companies, e.g. Toyota, Dell, Walmart and Seven-Eleven, utilize their supply chain so well that they 
could advance their competitors [11]. 
Referring to [11], “a supply chain consists of all parties involved, directly or indirectly, in fulfilling a customer 
request. The supply chain includes not only the manufacturers and suppliers, but also transporters, warehouses, 
retailers, and even customers themselves. Within each organization, such as manufacturer, the supply chain includes 
all functions involved in receiving and filling a customer request.” Reference [11] stated that performance of a supply 
chain should be measured by overall value generated. Usually, this term value will be strongly correlated with supply 
chain profitability, which is defined as the difference between the revenue generated from customer and the overall 
cost across the supply chain. Capability of a supply chain is often distinguished between responsive or efficient (low 
cost), correlating to differentiation or cost competitive advantage. It is believed that responsiveness comes at a cost. 
Therefore, organizations should trade off between responsiveness and efficiency to be able to compete.  
However, with increasing competitiveness between firms, now the focus of competitive advantage is shifting, not 
anymore in differentiation versus cost, but in value creation and delivery. The common evolutionary path of 
competitive advantage relies on activities cycles of value creation, value delivery, and value capture [10]. Thus, the 
central issue of the supply chain also has been moving from supply and movement of tangible materials to focusing 
on partnerships, relationships, networks, value creation and value constellation [9]. 
Service Dominant logic offers a perspective where these intangible aspects like partnership, relationship, networks, 
value creation and value constellation are emphasized [9]. Reference [5] argued that supply chain and service science 
have quite same characteristics and can be supporting each other. First reason is because as supply chain is a series 
link of firms, therefore it must have a strong-oriented foundation to satisfy customers’ needs. Second reason is because 
each player in supply chain plays dual role i.e. as buyer and as supplier. Each player has its value-added activities 
performed on the products. It is said that information sharing between parties is important to support the duality role. 
That is why the concept of value co-creation, which is strongly suggested by SD logic, will fit this problem. 
However, there are also gaps between supply chain and service science which makes integrating SD logic into 
supply chain seems hard [5]. First reason is that each node in the supply chain basically works in isolated manner, 
while in service science each node should collaborating in creating value. Second reason is that traditionally, supply 
chain regard customers as the last stage of the whole commercial process, while the service science regards customers 
as the co-creator of value that should be involved in the process of value creation. Third reason, is that in traditional 
supply chain mindset, production process as a standard mechanical process; while in service perspective, there is no 
boundaries between roles in a process. This research tries to reduce the gaps between supply chain management and 
service dominant logic, and put them into one frame, called ‘service-based supply chain.’ 
The objective of this study is to incorporate concept of service dominant logic into the body of knowledge of supply 
chain management. This research attempts to bridge the gap between supply chain and service dominant logic. The 
research questions proposed to be answered in this research are: 
1. How could service dominant logic illuminate the concept and application of supply chain? 
2. How should one examine supply chain from service dominant logic perspective? 
This paper is organized as follow. Next section discusses literature review, exploring some concepts constructing 
the concept of service-based supply chain and discussing previous researches that have already concerned with it. 
Then, it is followed by proposal of a framework, which is proposed to be used when one wanted to examine a supply 
chain from service dominant logic perspective. The framework will be equipped with some methods that can be 
employed when using the framework. Finally, the last section provides conclusion of this research along with the 
limitations and potential areas for further research. 
2. Literature review 
Service Dominant Logic is a relatively new concept. It emerged as a marketing concept, where products, either 
goods or services, are viewed in terms of the service offered by them to fulfill customers’ needs. In service dominant 
logic, customer is seen as paramount and should be involved in the process of creating value. On the other side, supply 
chain management is an already established body of knowledge, where goods or materials usually become the center 
of the process. This ‘common’ traditional view of supply chain is called ‘Good Dominant Logic’ (GDL), as a contrast 
to ‘Service Dominant Logic’ (SDL). However, the development of supply chain theory has been brought to a stage, 
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where good is not only considered as only tangible material, but also considering the value within it. It has been argued 
that service dominant logic transforms supply chain [3, 9]. In service-dominant concepts, supply chain is transformed 
into value-creation network or value constellation; while in transitional concept between good and service dominant 
logic, supply chain is discussed as value chain. 
 
 
Fig. 1. Difficult Transitional Concept [7] 
2.1. Value 
Value is an elusive term. The nature of value has been discussed and debated since very long time ago [1,14]. There 
are two general meanings of value i.e. value-in-exchange and value-in-use. According to Smith (1776) as cited by 
[14], value-in-exchange expresses the utility of some particular object; and value-in-use expresses the power of 
purchasing other goods which the possession of that object conveys. 
Goods-Dominant logic is said to adopt the concept of value-in-exchange in defining value [14]. In GD logic, value 
is ‘manufactured’ by the firm and distributed in the market, usually through exchange of goods and money. From this 
perspective, the roles of ‘producers’ and ‘consumers’ are distinct. Thus, value creation is often thought of as a series 
of activities performed by the firm. 
In contrast to GD logic, Service-Dominant logic embraces the concept of value-in-use. In SD logic, it is believed 
that only customer can determine value [12, 13]. However, [13] underlined that SD logic had not proposed that value-
in-exchange is irrelevant. SD logic argues that value-in-exchange could not continue to exist if value-in-use did not 
occur [13]. It is argued that things could have value-in-use but do not have value-in-exchange [14]. 
In operation management, it is difficult to separate definition of value as value in exchange and value-in-use. Value 
is the characteristic of a performance, facility, and attribute, and all other aspects of goods and services to which 
consumers are willing to give their resources [16]. Thus, a value consists of four components i.e. the object, the 
attribute, the internal relationship between objects, and the environment.  
As traditional view on supply chain regards most about tangible material, traditional supply chain usually embraces 
the concept of value-in-exchange. However, in this research the concept of value-in-use will be seen as paramount but 
not ignoring the existence of value-in-exchange. 
2.2. Value chain 
Concept of value chain was introduced by Porter as a tool to examine all the activities performed by a firm and 
how they interact in a systematic way, for analyzing the sources of competitive advantage [6]. Value chain 
disaggregates a firm into its strategically relevant activities in order to understand the behavior of costs and the existing 
and potential sources of differentiation. Value chain is basically a chain of value activities that linked one to another. 
Value activities are defined as physically and technologically distinct activities that a firm performs. These are the 
building blocks, by which a firm creates a product valuable to its buyers. Value activities are divided into primary 
activities and supporting activities. Primary activities include: inbound logistics, operations, outbound logistics, 
marketing and sales, and service. Supporting activities consist of procurement, technology development, human 
resource management, and firm infrastructure. Value chain management is the process of managing all sequences of 
the integrated activities and information to transfer value along the entire supply chain [6]. 
While defining value chain concept, Porter articulated that value is the amount buyers are willing to pay for what 
a firm provides them [6]. Thus, value is measured by total revenue. It is believed that value is created by firm for 
consumer, and that value justifies the price [6]. Thus, it can be concluded that the Porter’s value chain concept 
embraces concept of value-in-exchange rather than value-in-use. 
In terms of supply chain, value chain analysis (VCA) views a company as one part of the value chain of a product 
[16]. Value chain of a product itself is a set of activity originates from raw material to the handling of after-sales and 
service. Value chain includes activities that occur due to relationship with suppliers (supplier linkages) and consumers 
Supply Chain Value Chain Value creation  network/ constellation
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(consumer linkages). These activities are separated but very dependent on each other. Value chain analysis helps 
manager to understand company’s position in the value chain of a product to enhance competitive advantage. The 
purpose of value chain analysis is to identify the stages of the value chain where the firm can create competitive 
advantage, either differentiation or low cost. 
Simatupang, Piboonrungroj, and Williams developed value chain concept to value chain thinking and value chain 
methodology [16]. Value chain thinking is defined as a process to understand that a phenomenon of creating and 
delivering value will be influenced by many other phenomena. Value chain thinking recognizes how each player’s 
view influences the definition of value, changing the perspective to see new leverage points, looking at the 
interdependence of players, sharing, and appreciating the long-term relationship. They proposed that framework of 
value chain thinking consists of four steps: Value discovery, Value design, Value delivery, and Value capture [16]. 
Furthermore, a value chain methodology was proposed to do a whole process of value chain analysis. The value chain 
methodology consists of four initial components: value chain perspective, agent perspective, process perspective, and 
governance perspective [16]. 
This research proposes value chain analysis as a method to assess the most value-adding activity. However, in this 
research, the concept of value adopted will be the concept of value-in-use, besides value-in-exchange  
2.3. Value network / Value constellation 
Service Dominant logic concept transforms the supply chain concept to a value creation network/constellation [10, 
7]. Value network is defined as “spontaneously sensing and responding spatial and temporal structure of largely-
loosely coupled value, proposing social and economic actors interacting through institutions and technology to: co-
produce service offerings; exchange service offering; co-crate value” [10]. Lusch explained later that value network 
is nested in a service ecosystem [9]. And therefore basically, supply chain should be seen as a service ecosystem. 
Pijpers and Gordjin simply called this value network as value web and defined it as a condition when groups of 
organization join to create value to meet customer complex needs [15]. Using this definition, Gordjin model the value 
network as a picture called e3value and become an alternative method to do value modelling. 
2.4. Service Dominant Logic and Service Science 
Service Dominant logic emerged as a concept of marketing. To understand service dominant logic, one should 
examine its ten foundational premises [9, 12, 13]: 
1. Service is the fundamental unit of exchange 
2. Indirect exchange masks the fundamental unit of exchange 
3. Goods are distribution mechanism for service provision 
4. Operant resources is the fundamental source of competitive advantage 
5. All economies are service economies 
6. The customer is always a co-creator of value 
7. The enterprise cannot deliver value, but only offer value propositions 
8. A service-centered view is inherently customer oriented and relational 
9. All social and economic actors are resource integrators 
10. Value is always uniquely and phenomenologically determined by the beneficiary 
 
In service dominant logic, service is defined as the application of competences through deeds, processes, and 
performances for the benefit of another entity or the entity itself [13]. Spohrer, Maglio, Bailey, and Gruhl perceived 
service as a kind of action, performance, or promise that is exchanged for value between provider and client [3]. And 
service is the fundamental unit of exchange. Even when the product is goods, the one offered is actually the service 
performed by the products.  
SD logic later became a base of an interdisciplinary field of study called Service Science, Management and 
Engineering (SSME) [8]. Since then, SD logic is often discussed together with SSME. SD logic and SSME use plenty 
of similar terminology in developing both concepts. However, there are some statements in their own pioneering 
research that showed different definition of ‘service’. Furthermore, in its pioneering article from its pioneers, service 
science always uses the phenomenon of rising services industry as background of its emergence and development [3]. 
In contrast, service dominant logic articulate clearly that service dominant logic does not lean on services and does 
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not have things to do with the rising of services industry [13]. 
Therefore, in this research, the term of service dominant logic is used, instead of service science. This research 
tries to incorporate the ten foundational premises of service dominant logic in a supply chain. Thus, when a supply 
chain is said to embrace the service dominant logic view, it means that the ten foundational premises had been fulfilled 
within the supply chain. 
2.5. Value Co-creation 
In service dominant logic perspective, value cannot be created alone by a provider. Instead, value is created together 
by the provider and customer. In service science perspective, it is said that service is defined as co-creation of value. 
Therefore, including service dominant logic in a supply chain should be done by enhancing the value co-creation 
process among players in the supply chain. 
To push the value co-creation process in the supply chain, this research will use value co-creation model [3]. The 
framework of the model is displayed in Fig. 2. According to the framework, there are four phases to enhance value 
co-creation between customer and provider. This model suggests that providers and customers do not necessarily 
recognize the other’s expectations and capability as part of the service process [15]. Through these four phases of co-
creation, namely: co-elevation, co-development, co-definition, and co-experience, the process of value co-creation is 
expected to be occurred along the phases. The first two phases will help both provider and customer to share their 
internal model through mutual understanding between them. Then, the other two phases will help provider to do 
service innovation. 
 
Fig. 2. Value co-creation model [3] 
 
 
In value co-creation process, it is important for both provider and customer to have mutual understanding. The 
provider understands what kind of service the customers want; and the customer understand what kind of service the 
provider is trying to offer. However, having mutual understanding is not that simple. Often, customers do not even 
know what they exactly want. Thus, rather than imposing to know each other’s internal model of service, the provider 
and customer may need to share their internal model to co-define a mutual understanding about the service [3]. This 
process of sharing internal model is called co-experience. Then the co-definition is supported by the process of co-
experience. 
Co-elevation is a zigzag-shaped spiral up process of expectation of the customers and abilities of the providers; 
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while co-development pays attention to co-innovation generated by simultaneous collaboration among the various 
entities [11] 
2.6. Previous Research 
Some literature shows attempts to see supply chain from Service Dominant logic perspective and have resulted in 
some concepts [5, 7, 9, 18]. Some of them have already tried to incorporate the concept of service dominant logic into 
the practice of supply chain. Researchers agreed that supply chain nowadays should be viewed from broader 
perspective. And service dominant logic is a suitable perspective to do so. Wu & Wu provided the gap exist between 
the concept of SD logic and supply chain management, and how it can be bridged [5]. 
Supporting statement that SD logic fit the theory supply chain, Randall, Wittmann, Nowicki, and Pohlen provided 
research that stated that existing measurement of supply chain performance i.e. Performance Based Logistic (PBL) is 
well-suited to service dominant logic [18]. They came up with the conclusion after evaluating the criteria of PBL and 
compared it to ten foundational premises of SD logic. 
Previously, Porter tried to see a supply chain from broader perspective and came up with the concept of Value 
Chain Management [6]. Here, Porter conceptualize that value is produced by value-adding activity. Therefore, value 
chain management focuses on activity performed by each player in a supply chain or in a company. Value chain itself 
was introduced as a tool to examine all the activities performed by a firm and how they interact in a systematic way, 
for analyzing the sources of competitive advantage.  
The concept of value chain is said as the transitional concept between supply chain and value network. The pioneers 
on service dominant logic theory argued that supply chain should be seen as a value network [7, 9] . Instead of focusing 
on the modeling of tangible materials movement, supply chain should be seen as a partnerships, relationships, 
networks, value creation and value constellations [7]. Value network is seen a service ecosystem. And service 
ecosystem is defined as a spontaneously sensing and responding spatial and temporal structure of largely loosely 
coupled value proposing social and economic actors interacting through institutions and technology, to coproduce 
service offerings, exchange service offerings and co-create value [7, 9].  
In a nutshell, previous researches have suggested how a supply chain should be viewed in service dominant logic 
perspective. However, further steps are needed to put supply chain and service dominant logic in a frame. This paper 
provides framework to see a supply chain from service dominant logic lens. This framework is expected to support 
designing process of supply chain that emphasize on value co-creation, and evaluating a supply chain where customer 
is seen as the center of the process. 
3. Framework for service-based supply chain 
Rephrasing that supply chain consists of all activities and facilities performed to fulfill customers’ requests, it 
involves not only the manufacturer and its suppliers, but also transporters, warehouses, retailers, and even customers 
themselves. On the other hand, service dominant logic emphasize on collaboration between all the stakeholders in 
creating value. Thus, service based supply chain is a chain of interacted activities, which occurs through exploitation 
of resources to propose value. This structure suggests players to co-produce service offering, exchange service 
offerings, and then co-create value. 
According to the definition of service-based supply chain above, the design process of service based supply chain 
follow the nature of value creation. Value is created through the collaborative beneficiary interaction between 
providers and consumers, while the interaction is a consequence of the chain of linked value activities. Value activities 
are defined as distinct activities that a firm performs upon a set of resources, both operand resources and operant 
resources, to propose value for fulfilling customer needs. 
 
Fig. 3. Process of value creation 
Resources Activities Interaction Value
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Following this nature of value creation, the service based supply chain includes three aspects i.e. resources design; 
value proposing activities; and value constellation. 
Resources design follows how ‘traditional’ supply chain works. It concerns with designing of facilities, inventory 
system, transportation, information, sourcing, and pricing. In this process value proposition will be seen as a standard 
of quality that should be performed by the product; and might be modeled as part of optimization problem. In this 
process, the decision to make or buy/outsource is made.  
In value chain perspective, value activities are defined as physically and technologically distinct activities that a 
firm performs to add value. These are the building blocks by which a firm creates a product valuable to its buyers [6]. 
In SD logic perspective, value cannot be created (or added) alone by the firm. A firm can only offer value proposition 
through the product. Therefore, this stage of design/analysis is called value proposing activities. Value chain analysis 
can be performed to examine all the activities performed by a firm and how they interact and are linked in a systematic 
way, for analyzing the activity sources of competitive advantage. 
In service dominant logic perspective, value cannot be created alone by a provider. Instead, value is created together 
by the provider and customer. In service science perspective, it is said that service is defined as co-creation of value. 
Value co-creation occurs in the interaction between ‘provider’ and ‘customer’. Within the interaction, values are 
exchanged among the supply chain players. Thus, series of interaction occurred between players in supply chain form 
value networks. The value exchange and interaction among players in supply chain could be modeled using e3value 
model proposed by Gordjin [17] or the value network mapping. To model the social aspects of the interaction and 
value exchange, agent-based perspective as Simatupang suggested could be employed. To the very end, collaboration 
is expected to be formed among the supply chain players. Collaboration platform could be built using supply chain 
collaboration models. And value co-creation model could also be used to design what kind of collaboration should be 
made within the chain. 
 
 
 
 
 
Fig. 4. Proposed framework for service based supply chain 
4. Discussion 
The nature of supply chain that involves many players to serve customer suggests that a supply chain should have 
a strong service-oriented foundation to make the supply chain management as source of competitive advantage. In 
line with that, it is suggested that the emerging service dominant logic concept is suitable to be incorporated in supply 
chain management. Previous researches have provided the gap exists between supply chain and service-dominant 
logic on one hand and conceptual conformity between both concepts on the other hand. It has been argued that supply 
chain should not only be seen as movement of tangible materials but also a linked series of value creation activities, 
performed by many players, where partnership, relationship, networks, value creation and value constellation should 
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be emphasized. This research provides a conceptual framework, which is proposed to be used when examining a 
supply chain system in service dominant logic perspective to improve its performance. 
This framework focuses on exploring conformities exist between the concept of supply chain and service dominant 
logic. This framework depicts what aspects should be considered when designing or analyzing a service-based supply 
chain. Service based supply chain should not ignore the ‘traditional’ aspect of supply chain such as facilities design, 
inventory management, transportation and distribution policy, sourcing activities, and pricing decision. Those 
functions are critical function within supply chain. To advance the supply chain into service based supply chain, the 
value chain analysis is proposed to identify value activity that can be source of competitive advantage. Furthermore, 
value constellation is proposed to be emphasized through interaction in the value network and collaboration among 
players. 
However, some gaps existing between the two concepts still needs deep exploration and critical analysis. Further 
research is expected to dig some constructs more. Further study is expected to explore empirical study of the 
framework to design or examine a supply chain through service dominant logic lens. The conformity of supply chain 
and service dominant logic needs not only conceptual analysis but also measurement. Performance measurement of 
service-based supply chain is also expected to be built in future research. 
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